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The Inevitable United States Adoption of
IFRS: How and Why the United States Should
Be Prepared
ERIKA M. TRIBUZI*
ABSTRACT
In an age where technology makes the world smaller and business
transactions happen by the microsecond, both private and public entities
have utilized global standards. These standards are often voluntary and
span many different industries. In the twenty-first century, financial
reporting standards have not been immune toward the pull for global
uniformity. The International Financial Reporting Standards (IFRS) are
a set of international financial reporting standards that countries can
choose to adopt in full or in part. Currently, there are 143 countries that
have adopted IFRS in some capacity. This Note addresses the voluntary
nature of global standards in the context of financial reporting. This
Note suggests, with a focus on inventory valuation, that the U.S.
adoption of IFRS is inevitable due to the international pull toward
uniformity of financial reporting, and the United States should take a
proactive approach in implementing IFRS to minimize negative
externalities.
INTRODUCTION
"If we really believe in open international markets and the benefits of
global finance, then it can't make sense to have different accounting rules
and practices for companies and investors operating across national
borders. That is why we need global standards. Ultimately this will get
done."
-Paul A. Volcker'
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Paul Volcker's vision of a globally accepted set of financial reporting
standards is inevitable. With a simple click of a button, information can
be sent or received from virtually anywhere in the world. The ease of
communication and access to information have facilitated globalization
in nearly every aspect of business. As a result, both public and private
actors have incentives to create international standards that would
make financial transactions and reporting seamless. There are
important factors turning on whether those adopting the standards are
public entities, private entities, or both. A key factor is how the
standards fit into the legal and regulatory framework of those entities
adopting the standards. Often, international standards are adopted
voluntary. Public and private actors agree to comply with a set of
standards because each believes a set of standards will benefit their
company, organization, or country.
An example of a set of international standards that have been
voluntarily adopted by private businesses is the International
Organization for Standardization (ISO). The ISO is not an
intergovernmental organization but rather an independent organization
comprised of standardizing bodies from 161 different countries. 2
Initially, the ISO was created "to facilitate the international
coordination and unification of industrial standards." 3 As the ISO has
expanded, the ISO began to give businesses guidance on corporate social
responsibility.4 Through its members and industry experts, the ISO has
published over 22,000 international standards, covering nearly all
aspects of technology and manufacturing.5
According to the ISO, a set of international standards brings
benefits to businesses, society, and governments. 6 Specifically focusing
on businesses, which are the voluntary actors that join the ISO,
1. PAUL PACTER, IFRS FOUND., POCKET GUIDE TO IFRS STANDARDS 1 (2017),
http://www.ifrs.org/-/media/feature/around-the-world/documents/pocket-guide-2017.pdf
(quoting Paul A. Volker). Paul A. Volker was the Chairman of the U.S. Federal Reserve
from 1979 to 1987 and the Chairman of the IFRS Foundation Trustees from 2000 to 2005.
Id. He has led significant advancements on both a domestic stage in the U.S. and on an
international stage, largely through his economic policies. See generally Paul A. Volcker,
FED. RES. HIST., http://www.federalreservehistory.org/People/DetailView/82 (last visited
Mar. 31, 2018) (discussing Volker's accomplishments specifically related to the U.S.
federal reserve).
2. See About ISO, INT'L ORG. FOR STANDARDIZATION, http://www.iso.org/iso/home
/about.htm (last visited Mar. 31, 2018).
3. Id. (internal quotation marks omitted).
4. See ALFRED C. AMAN, JR. & CAROL J. GREENHOUSE, TRANSNATIONAL LAw 401
(2017).
5. See About ISO, supra note 2.
6. See AMAN & GREENHOUSE, supra note 4, at 404-05.
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international standards can bring cost savings, enhanced consumer
satisfaction, access to new markets, increased market share, and
environmental benefits.7 However, one challenge of international
standards is determining how these standards fit within government
and other regulatory bodies. In the ISO example, many countries have
chosen to fully adopt the ISO standards and integrate these standards
into their own regulatory system.8 As more countries adopt and
integrate ISO standards, these standards effectively become a
requirement rather than a voluntary decision.
The ISO is one example of how international standardization
enhances a globalized world. The creation of international standards
has materialized in other areas of business, such as in the accounting
and financial markets. The International Financial Reporting
Standards (IFRS) are a set of international accounting standards that
countries can choose to adopt in full or in part. There are 143 countries
that have adopted IFRS in some capacity.9 Of these 143 countries, 119
require the use of IFRS for all or most publicly accountable companies. 10
Although the United States has made a public commitment in support
of moving toward a single set of global accounting standards, the United
States has not yet adopted IFRS for reporting domestic issuers." The
United States cannot currently justify the seemingly insurmountable
financial cost of adopting IFRS.12 However, due to the pervasive
international adoption of IFRS, the United States will ultimately switch
from the current accounting standards, U.S. Generally Accepted
Accounting Principles (U.S. GAAP), to IFRS. This Note argues that the
U.S. adoption of IFRS is inevitable due to the international pull toward
uniformity of financial reporting and the United States should take a
proactive approach in implementing IFRS to minimize negative
externalities.
7. See id. at 404.
8. See id. at 407.
9. See IFRS FOUNDATION & INTERNATIONAL ACCOUNTING STANDARDS BOARD, WHO
WE ARE AND WHAT WE Do 2 (2018), http://www.ifrs.org/-/media/feature/about-us/who-we-
are/who-we-are-english.pdf [hereinafter WHO WE ARE].
10. See id.
11. See IFRS, IFRS APPLICATION AROUND THE WORLD JURISDICTIONAL PROFILE:
UNITED STATES OF AMERICA 2-3 (2017), http://www.ifrs.org/-/media/feature/around-the-
world/jurisdiction-profiles/united-states-ifts-profile.pdf [hereinafter JURISDICTIONAL
PROFILE: UNITED STATES OF AMERICA].
12. According to the U.S. Securities and Exchange Commission, each large domestic
issuer will incur about $32 million in additional costs for their first annual report
prepared under IFRS. Updates, AICPA IFRS RESOURCES, https://www.ifrs.com/
updates/aicpa/ifrs-faq.html (last visited Mar. 31, 2018).
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Part I of this Note discusses the history of IFRS and how the
continued success of IFRS has fueled global adoption. Part II of this
Note describes the organizational structure that surrounds IFRS and
how there is a balance between an independent board and country
involvement. Part III of this Note explains the general process of how a
country adopts IFRS and implements the international standards
within domestic law. Part III also explains some of the common pitfalls
when adopting IFRS. More successful IFRS adoptions trigger
subsequent adoptions in other countries. Part IV of this Note discusses
U.S. GAAP in comparison with IFRS in a detailed consideration of last-
in, first-out (LIFO) as an inventory valuation method for cost of goods
sold. LIFO highlights how U.S. GAAP should not be considered the
"golden standard," which leads many U.S. stakeholders to favor IFRS.
Part V of this Note explains the recommendations for how the United
States should prepare for the inevitable adoption of IFRS to be a market
leader and increase U.S. business competiveness in global markets.
I. THE HISTORY OF IFRS AND THE IASB: THE GROWING SUCCESS STORIES
WHICH FUEL GLOBAL ADOPTION
The continued historical trend of successful IFRS adoptions has
fueled widespread international acceptance of IFRS. The discussion on a
set of international accounting standards first gained momentum after
World War II, due to the increased capital flow between borders and
increased integration. 13 While discussions on a set of international
standards were held, the concept largely did not take root until the
2000s. 14 In 1973, the American Institute of Certified Public Accountants
(AICPA), along with AICPA's equivalent in eight other countries,
formed the International Accounting Standards Committee (IASC).15
Initially, IASC had few members, which were mostly countries that
lacked a standard-setting infrastructure. 16 However, these founders had
a vision that still holds true: "[t]o develop, in the public interest, a single
set of high quality, understandable and enforceable global accounting
standards that require high quality, transparent and comparable
information in financial statements and other financial reporting to help
participants in the world's capital markets and other users make
13. See Comparability in International Accounting Standards A Brief History, FIN.
ACCOUNTING STANDARDS BD., http://www.fasb.org/jsp/FASB/Page/SectionPage&cid= 11761
56304264 (last visited Mar. 31, 2018) [hereinafter Comparability in International
Accounting Standards A Brief History].
14. See id.
15. See id.
16. See id.
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economic decisions."1 7 In 2001, IASC was reconstituted as the
International Accounting Standards Board (IASB) as an independent
standard-setting board. 18 The Board is appointed and overseen by a
group of trustees to remain independent. At IASB's inception, there
were fourteen board members from nine different countries. 19
In 2002, the European Union announced that, starting in 2005, any
listed company was required to prepare financial statements in
compliance with IFRS.20 In 2003, Australia, Hong Kong, New Zealand,
and South Africa agreed that by 2005 each country would also have
adopted IFRS.21 In 2005, nearly 7,000 companies in twenty-five
different countries switched from their national GAAP to IFRS.22 From
2005 to the present, more countries have continued to adopt IFRS. Key
trading partners with the United States, such as Canada and Mexico,
integrated IFRS within their own domestic laws as their set of
accounting standards. 23 Other U.S. trading partners, like China, began
to substantially line up domestic accounting standards with IFRS with
the goal of fully converging the two standards. 24
The success of IFRS in the European Union is the primary reason
that the IASB has become the international standard-setter for
financial reporting as European adoption has triggered global adoption
of IFRS. While the Head of the Unit on International Accounting at the
European Commission claims the relationship between the European
Union and IASB is "complicated," IASB's success had largely been
dependent on the European Union. 25 Rather than creating a standard-
17. Pacter, supra note 1, at 9.
18. See Comparability in International Accounting Standards A Brief History, supra
note 13.
19. See id.
20. See id.
21. See PACTER, supra note 1, at 19
22. See Who We Are: History, IFRS FOUND., http://www.ifrs.org/about-us/who-we-
are/#history (last visited Apr. 11, 2018).
23. See id.
24. See id.; see also IFRS, IFRS APPLICATION AROUND THE WORLD JURISDICTIONAL
PROFILE: PEOPLE'S REPUBLIC OF CHINA 2 (2018), http://www.ifrs.org/-/media/feature
/around-the-world/jurisdiction-profiles/china-ifrs-profile.pdf; IFRS, IFRS APPLICATION
AROUND THE WORLD JURISDICTIONAL PROFILE: INDIA 2 (2017), http://www.ifrs.org/-
/media/feature/around-the-world/jurisdiction-profiles/india-ifrs-profile.pdf.
25. Robert Bruce, Europe and IFRSs: Six Years On, IFRS (Mar. 18, 2011),
http://archive.ifrs.org/news/features/Pages/europe-and-ifrss.aspx. As previously
mentioned, when the European Union made the required switch to IFRS in 2005, nearly
7,000 listed companies were required to report using IFRS. Before the European Union's
switch, only about 350 companies had been using IFRS. See JOSEPH BEBBINGTON &
ESTHER SONG, THE ADOPTION OF IFRS IN THE EU AND NEW ZEALAND: A PRELIMINARY
REPORT 24, http://aei.pitt.edu/10940/1/finance-nz-prelim-report.pdf (last visited Mar. 31,
2018).
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setter through the European directive system, the European Union
made the bold decision to elect an external body and delegate powers to
that body through the validation of the created standards. 26 The
European Union was then able to achieve harmonization of these
standards through directives because a directive must be incorporated
into all member states' laws. 27 As a result, each member state
established IASB as the standard-setter for financial reporting. Having
an external body that was largely independent of the European Union
helped encourage other countries to adopt IFRS once the standards
proved to be effective.
While IFRS is largely accepted throughout Europe due to the EU
directive to use IFRS, there have still been issues since the inception of
IASB and IFRS within Europe. Once members of the IASB could
include countries outside of the European Union, EU member states
soon became outraged that outsiders were setting the standards. 28
Members want the standards to cater toward countries that have
adopted IFRS. A particular country that was bothersome was the
United States, which managed to land members on the Board without
adopting IFRS.29
However, even though having these outsiders on the Board
appeared to be a drawback to many European countries, any set of
international accounting standards would be better than returning to
the European standard-setter. 30 A European standard-setter was less
efficient than IFRS. There were many working parts to a European
standard-setter since countries weighed in so the standards would meet
their local needs. However, catering toward local needs pushes
accounting standards away from an ideal set of international standards.
Another continued source of frustration from the European perspective
is waiting for the U.S. adoption of IFRS.31 A U.S. adoption of IFRS
would certainly solidify any doubt that the IASB is the international
standard-setter for financial reporting.
II. THE ORGANIZATIONAL STRUCTURE OF IASB: CREATING AN
INDEPENDENT BOARD TO ENCOURAGE ADOPTION
By having an independent board that takes in global considerations
rather than domestic considerations, countries are more likely to adopt
26. See Bruce, supra note 25.
27. BEBBINGTON & SONG, supra note 25, at 8.
28. See Bruce, supra note 25.
29. See id.
30. See id.
31. See id.
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IFRS, which makes global acceptance of IFRS inevitable. Much like the
object of the International Organization for Standardization, the IASB
has created a mission that governs not only the IASB but also the
standards created and implemented through IFRS. According to the
IFRS Foundation and the IASB, IFRS "bring transparency,
accountability and efficiency to financial markets around the world.
[The work of the IFRS Foundation and the IASB] serves the public
interest by fostering trust, growth and long-term financial stability in
the global economy." 32 However, like many international standards, the
question becomes who sets these standards and determines what is best
on a global level. Much of the determination of who sets these
international standards relating to financial reporting stems back to the
history of the IASB within Europe. Since the need for an independent
organization within the European Union was clear, the IASB was
formed as an independent board.
The governing body of IFRS has three structural layers. 33 These
layers ensure that the Board remains independent and therefore creates
more ideal international standards. The first layer has two independent
standard-setting subgroups: the IASB and IFRS Interpretations
Committee. 34 The IASB, which is responsible for the development and
publication of IFRS standards, is an independent group of experts from
all over the world.35 There are fourteen members in the IASB that are
representatives either "at large" or specialize in particular regions of the
world.36 These specialized regions are split up based on continents
rather than specific countries or blocks of countries. 37 The IFRS
Interpretations Committee, which is also an independent standard-
setting subgroup, is the interpretative body of IASB.38 If there are any
issues that arise within the context of IFRS, then the IFRS
Interpretations Committee provides authoritative guidance on how to
address those issues. 39 This Committee is comprised of fourteen
32. About Us, IFRS, http://www.ifrs.org/about-us/ (last visited Mar. 31, 2018).
33. See Our Structure, IFRS, http://www.ifrs.org/about-us/our-structure/ (last visited
Mar. 31, 2018).
34. See id.
35. See About the International Accounting Standards Board (Board), IFRS,
http://www.ifrs.org/groups/international-accounting-standards-board/#about (last visited
Mar. 31, 2018).
36. See International Accounting Standards Board, IFRS, http://www.ifrs.org/groups
/international-accounting-standards-board/#members (last visited Mar. 31, 2018).
37. See, e.g., Francoise Flores: Board Member, IFRS, http://www.ifrs.org/about-us/our-
structure/iasb/francoise-flores/ (last visited Mar. 31, 2018).
38. See About the IFRS Interpretations Committee, IFRS, http://www.ifrs.org/groups
/ifrs-interpretations-committee/ (last visited Mar. 31, 2018).
39. See id.
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members from various geographic locations and professional
backgrounds. 40 Echoing the previous concern by the European Union
that there are Committee members who are citizens of the countries
that have not adopted IFRS, there are currently three members on this
Committee that are from the United States. 4 1
As advisory support to the first layer, the Accounting Standards
Advisory Forum (ASAF) is a forum that allows member countries to
contribute toward the overarching goals of the IASB to create and
maintain a set of high-quality international accounting standards. 42 The
ASAF allows member countries to not only make suggestions on having
a set of international standards, but also to give input on national and
regional standard-setting activities. 43 Additionally, the IFRS Advisory
Council also serves as advisory support. The IFRS Advisory Council is
the formal advisory body to the IFRS Foundation and the IFRS
Foundation Trustees. 44 This Advisory Council "include[s] investors,
financial analysts and other users of financial statements, as well as
preparers, academics, auditors, regulators, professional accounting
bodies and standard-setters." 45 This wide variety of members on the
Advisory Council allows for the consideration of many different
perspectives and helps guide the IASB to create a more universal set of
international standards.
The second structural layer is the IFRS Foundation Trustees, which
act as the governance and oversight of the entire first layer.46 Although
the Trustees do not give any technical input into the creation of the
standards, the Trustees appoint the members of the IASB, the IASB
Interpretations Committee, and the IFRS Advisory Council. 47 As a
matter of fairness and for international input, six of the Trustees must
40. See IFRS Foundation Trustees Reappoint Two IFRS Interpretations Committee
Members, IFRS FOUND. (Mar. 5, 2018), http://www.ifrs.org/news-and-events/2018/03/ifrs-
foundation-trustees-reappoint-two-ifrs-interpretations-committee-members/.
41. See IFRS Interpretation Committee: Members, IFRS FOUND., http://www.ifrs.org
/groups/ifrs-interpretations-committee/#members (last visited Apr. 11, 2018); see also
Andrew Buchanan Joins IFRS Interpretations Committee, DELOITTE (July 1, 2016),
https://dart.deloitte.com/USDART/resource/Odbe24e2-4392-11e6-822e-997a6cbf3bf3.
42. See About the Accounting Standards Advisory Forum (ASAF), IFRS,
http://www.ifrs.org/groups/accounting-standards-advisory-forum/ (last visited Mar. 31,
2018).
43. See id.
44. See About the IFRS Advisory Council (Advisory Council), IFRS, http://www.ifrs
.org/groups/ifrs-advisory-council/ (last visited Mar. 31, 2018).
45. Id.
46. See About the Trustees of the IFRS Foundation (Trustees), IFRS, http://www.ifrs.
org/groups/trustees-of-the-ifrs-foundation/ (last visited Mar. 31, 2018).
47. See Trustee Responsibility, IFRS, http://www.ifrs.org/groups/trustees-of-the-ifrs-
foundation/pages/trustee-responsibility/ (last visited Mar. 31, 2018).
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be from the Asia and Oceania region, six from Europe, six from the
Americas, one from Africa, and three from the rest of the world at
large.48 As a result, there are three Trustees from the United States. 49
Again, this is a point of tension for not only the European Union, but
the rest of the world since the Trustees are regularly appointing those
who influence IFRS. However, this helps create a set of standards that
caters toward countries on a global level rather than a domestic level.
The third structural layer, and the most recently implemented, is
the IFRS Foundation Monitoring Board. The Monitoring Board was
largely created to "provid[e] a formal link between the Trustees and
public authorities" for the purpose of enhancing public accountability. 50
Members of the Monitoring Board approve and reappoint the Trustees.5 1
Members are often representatives of securities regulators of the
countries that allow or permit the use of IFRS.52 The Securities and
Exchange Commission (SEC), the federal securities regulator in the
United States, has a representative on the Monitoring Board.53 By
bridging the gap between national standard-setters and the IASB, there
is more transparency, which helps create long-lasting international
standards.
III. THE ADOPTION PROCESS OF IFRS: EASING BURDENS TRIGGERS MORE
ADOPTION
According to the IFRS Foundation, there is no standard approach to
the IFRS adoption process. However, there are common steps and
48. See Trustee Distribution, IFRS FOUND. [hereinafter TRUSTEE DISTRIBUTION],
http://www.ifrs.org/groups/trustees-of-the-ifrs-foundation/pages/trustee-distribution/ (last
visited Apr. 11, 2018). The IFRS Foundation Constitution states that "[t]he mix of
[t]rustees shall broadly reflect the world's capital markets and diversity of geographical
and professional backgrounds." IFRS FOUND., IFRS FOUNDATION: CONSTITUTION 7 (2016),
http://www.ifrs.org/-/media/feature/about-us/legal-and-governance/constitution-docs/ifrs-
foundation-constitution.pdfl1a=en&hash=6152EE0474D3331AC616CDA581DDE9FF3E
2A3450. The IFRS Foundation Constitution further states that every five years the
geographical distribution of the trustees will be evaluated "in response to changing global
economic conditions." Id. at 10.
49. See TRUSTEE DISTRIBUTION, supra note 48.
50. IFRS Foundation Monitoring Board: About, IFRS FOUND., http://www.ifrs.org/
groups/ifrs-foundation-monitoring-board/ (last visited Apr. 11, 2018) (internal quotation
marks omitted).
51. See id.
52. See id.
53. Id. The U.S. representative on the Monitoring Board is Jay Clayton, the current
Chairman of the SEC. See IFRS Foundation Monitoring Board: Members, IFRS FOUND.,
http://www.ifrs.org/groups/ifrs-foundation-monitoring-board/#members (last visited Apr.
11, 2018).
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approaches that seem to work better than others. The flexibility of the
adoption process is one of the main reasons why IFRS has become the
set of international standards for financial reporting. Following is a
discussion on the common steps recommended by the IFRS Foundation,
followed by a discussion of where common pitfalls occur during the
adoption process. Through more successful adoptions of IFRS, global
acceptance is inevitable.
First in the adoption process, the country has to make the specific
policy decision that adopting IFRS would be beneficial. Countries choose
to adopt IFRS for a variety of reasons beyond the recognition of the
importance of international markets. 54 This "why" factor might be to
ease the access to foreign capital markets or through a cost-benefit
analysis of the current national standard-setter that is present in the
country.55 When a country can justify "why" to adopt IFRS, the next
consideration is "how" to adopt IFRS. There is the big-bang approach
and the convergence approach. 56 An example of the big-bang approach
was the EU adoption of IFRS. The European Union committed to a
single date-January 1, 2005-by which all companies whose debt or
equity securities traded on a regulated market in Europe were required
to use IFRS in their financial statements.57 In contrast, the convergence
approach, rather than one single event, is a gradual process in which
the country aligns financial reporting requirements with that of IFRS
over time.58 As mentioned previously, an example of the convergence
approach is in China.
Another key question that falls under the policy decision to adopt
IFRS is "which" companies will the adoption affect. Countries choose to
which companies IFRS will apply; however, the IFRS Foundation
recommends applying IFRS to all companies with public
accountability. 5 A large portion of companies with public accountability
include companies that are listed on a stock exchange that have a
responsibility reporting to shareholders. 60 While IFES is beneficial for
54. See IFRS, IFRS FOUNDATION ADOPTION GUIDE 6 (2013), http://www.ifrs.org/-
/media/feature/around-the-world/documents/ifrs-foundation-adoption-guide-2013.pdfl1a=
en&hash=3BCC5E5111975782E2B6AE605C3D9DC876953EF8 [hereinafter IFRS
FOUNDATION ADOPTION GUIDE].
55. See id.
56. See id.
57. IFRS FOUND., IFRS APPLICATION AROUND THE WORLD JURISDICTIONAL PROFILE:
EUROPEAN UNION 6, http://www.ifrs.org/-/media/feature/around-the-world/jurisdiction-
profiles/european-union-ifrs-profile.pdf (last updated Jan. 25, 2018).
58. See IFRS FOUNDATION ADOPTION GUIDE, supra note 54, at 6.
59. See id. at 7.
60. Companies with public accountability also include: "banks, insurance companies,
mutual organizations, and similar organizations that accept funds from the public." Id.
826
THE INEVITABLE UNITED STATES ADOPTION OF IFRS
large, listed companies, for small or medium-sized businesses, the costs
of complying with IFRS often outweigh the benefits since these small or
medium-sized companies have no public reporting obligation. 61 To cater
toward these businesses, the IASB has created IFRS for small and
medium-sized enterprises (SMEs).62
Second in the adoption process, the country should create a plan for
the adoption of IFRS. The IFRS Foundation recommends that a key
part of this plan is to create a domestic committee, comprised of all the
stakeholders who will be affected by the implementation of IFRS.63 Each
stakeholder has a different perspective on the implementation; however,
each stakeholder should be truly committed to adopting these
standards. This locally-created committee is useful for identifying
domestic issues and concerns relating to IFRS and how they can be
addressed. Another important part of the plan is how these new
standards will be implemented into domestic law. Countries have two
basic options: to incorporate IFRS by reference or to make each change
individually to the domestic law. 64 Often countries will first implement
what is called IFRS 1, which the IFRS Foundation requires if a country
makes statements that financial reporting requirements are in
compliance with IFRS.65 IFES 1 reduces the burdens of the transition
process, and the IFRS Foundation is willing to alter IFRS 1 to meet
local needs. 66 The flexibility allowed in the amending process is another
reason why countries choose to adopt IFRS.
Third in the adoption process, for a successful adoption of IFRS, a
country should recognize the financial resources that are readily
available and the financial resources that are needed. Often countries
with developing economies struggle more with having the appropriate
resources; however, there are several organizations beyond IASB that
offer resources. The IFRS Foundation suggests several organizations
that a country can turn to for resources and building capacity such as
the World Bank, the International Monetary Fund, the U.N. Conference
on Trade and Development, local and regional development banks, and
other regional standard-setters across the world.67 The IASB, with
limited resources available compared to these other organizations, is
61. See id.
62. A detailed discussion of IFRS for SMEs is beyond the scope of this Note. However,
IFRS for SMEs is another way in which the IASB is attempting to provide flexibility for
adopting countries. See id.
63. See id. at 10.
64. See id. at 12.
65. See id. at 13.
66. See id.
67. See id. at 15.
827
INDIANA JOURNAL OF GLOBAL LEGAL STUDIES 25:2
also available to help ease the transition process. 68 Additionally, within
the past two years, the IFRS Interpretations Committee has taken a
more hands-on approach to addressing country-specific issues that arise
during the adoption process. 69
While the IFRS Foundation has published a series of
recommendations for the adoption process, each country has a unique
adoption process due to the relative capital market size, the status of
the economy, the current standard-setter, and a wide variety of other
factors that are constantly in flux. 7 0 However, since IFRS has been in
existence for over a decade, there are common pitfalls a country can
avoid by following the guidelines suggested by the IFRS Foundation.
Relating to the policy decision step, there have been several
examples of how the convergence approach was more difficult on the
adopting country. The convergence approach is more expensive.7 1 Since
this approach requires that the country put as much time, effort, and
money as if the standards were local, one of the main benefits of IFRS
vanishes. 72 In the convergence approach, there is a continued cost
throughout the adoption process. Whereas, in the big-bang approach,
there is a lump sum due upfront. The constant converging of standards
to line up with IFRS often proves to be costlier than if all those costs
were incurred upfront. Additionally, the convergence approach creates
the issue that one year is not comparable to the next since the
standards are constantly in flux. 73 Even standard changes that are
small in nature can confuse investors and other stakeholders when
comparing financial reports across years or even between quarters.
Another pitfall that is closely related to the issues that accompany
the convergence approach is when countries make carve-outs. A carve-
out is when a country chooses certain IFRS requirements not to adopt. 74
Countries have a variety of reasons for creating carve-outs. Each carve-
out theoretically benefits the country since the carve-out caters IFRS
68. Resources that the IASB has available include the IASB Education initiative, local
technical workshops, and technical inquiries directed toward the ISAB staff. See id. at 16.
69. See id. at 17.
70. According to IFRS Foundation, there is no standard approach for adopting
countries to follow because "[e]very country is different. Each has its own mix of expertise,
professional infrastructure and regulatory interests. Adopting IFRS is not like an iPad
application that is easily downloaded and applied." See id. at 3.
71. See id. at 7.
72. See id.
73. See id.
74. See Charanjit Attra, IFRS: Carve-outs and Their Impact, INT'L MARKETING
ASSESSMENT INDIA, Feb. 2012, at 16, http://cfo-connect.com/title-detail.asp?artjid=1012&
catid=8.
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toward local needs.75 However, much like the convergence approach,
carve-outs create reporting inconsistencies, which undermine the value
of the set of international standards. Although countries with extensive
carve-outs claim to be significantly aligned with IFRS, these carve-outs
cause difficulty in deciphering financial reports across borders. 76
Relating to the plan formation step, the IFRS Foundation
recommends incorporating IFRS by reference.77 By incorporating IFRS
by reference within domestic laws or regulations, any new change made
by the IASB will immediately be effective within the adopting country. 78
This approach becomes less burdensome and less costly since the
domestic laws or regulations are immediately in sync with IASB's
IFRS.79 Both Canada and Mexico have chosen to incorporate by
reference, which has proved to be cost effective.8 0 Other countries,
however, choose to incorporate each new change individually so they are
able to cater more toward local needs. Not only is this approach more
expensive, but several years can pass before the legislative change is
75. Typical requested carve-outs include accounting for agriculture, revenue
recognition, foreign currency translation, and rate-regulated activities. See IFRS
FOUNDATION ADOPTION GUIDE, supra note 54, at 8.
76. See Attra, supra note 74, at 18.
77. According to the IFRS Foundation, when IFRS is adopted by reference, IFRS is
referred to within the adopting country's legislation, "without reproducing them inside the
national legislation." IFRS FOUND., TRANSLATION, ADOPTION & COPYRIGHT POLICY 10
(2013), http://www.ifrs.org/-/media/feature/standards/translations/translation-adoption-
copyright-policy-2013.pdfla=en&hash=5AFF501FDE4F61 10COB081CFD48AOF05EA343
5F3. Additionally, the IFRS Foundation does not require a contract for this method of
adoption. Id. The IFRS Foundation states that " [u]nder this model of adoption, Standards
will automatically become applicable upon the effective date set out by the IASB." Id. at
11.
78. See IFRS FOUNDATION ADOPTION GUIDE, supra note 54, at 12.
79. See id.
80. See IFRS FOUND., IFRS APPLICATION AROUND THE WORLD JURISDICTIONAL
PROFILE: CANADA 5, http://www.ifrs.org/-/media/feature/around-the-world/j urisdiction-
profiles/canada-ifrs-profile.pdf (last updated June 23, 2017); IFRS FOUND., IFRS
APPLICATION AROUND THE WORLD JURISDICTIONAL PROFILE: MEXICO 3, http://www.ifrs.
org/-/media/feature/around-the-world/jurisdiction-profiles/mexico-ifrs-profile.pdf (last
updated June 16, 2016). For example, in 2013, a Canadian research report published
findings on the costs incurred by Canadian companies during their transition from
Canadian GAAP to IFRS. See CANADIAN FIN. EXECS. RESEARCH FOUND., THE COST OF
IFRS TRANSITION IN CANADA 2 (2013), https://www.feicanada.org/enews/file/CFERF%
20studies/2012-20 13/The%20cost%20of/o20IFRS%20transition%20in%20Canada%20-
%20July%204,%202013%20-%20final.pdf. Overall, the study found that a "majority of
respondents to an online survey . . . said that out of a dozen cost categories, such as
planning, training and having financial results audited, transition costs ultimately turned
out to be about the same or less than budgeted for in most categories." Id.
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approved and becomes effective.8 Similar to the reasons above, each
deviation from IASB's IFRS makes the hybrid IFRS less credible.
A country that adopts IFRS is, among other reasons, doing so to
seek the benefits of an international standard-setter. However, during
the adoption process, there are opportunities where a country has the
ability to "customize" IASB's IFRS to cater toward local concerns.
However, this customization is exactly what causes pitfalls and can
even eliminate the benefits that an international standard-setter
brought in the first place. By entirely adopting IFRS and doing so by
reference within domestic laws or regulations, a country will be able to
secure the benefits of international accounting standards. Additionally,
by easing the burdens of IFRS adoption, other countries are likely to
adopt IFRS further causing the standards to become involuntary.
IV. CURRENT U.S. ACCOUNTING STANDARDS: THE REAL "GOLDEN
STANDARD" IS AN INTERNATIONAL ONE
Since the adoption of IFRS is inevitable, the United States should
embrace the benefits associated with an international standard-setter,
and the United States will find IFRS to be the superior set of standards.
In the United States, the Securities and Exchange Commission (SEC)
requires that all publicly traded domestic issuers prepare their financial
statements according to the U.S. Generally Accepted Accounting
Principles (U.S. GAAP). Often referred to as the "golden standard" by
Americans, U.S. GAAP is only used in the United States. Like other
international standards, such as the International Organization for
Standardization, countries that do not participate are potentially
excluded from global markets. Since the inception of IFRS, the United
States has been under pressure to consider adoption or further
convergence to IFRS. While the United States has taken steps to
converge toward international accounting standards, substantial
differences remain.
An important framework for understanding the U.S. hesitation to
adopt IFRS comes from the history surrounding U.S. capital markets.
After the stock market crash in 1929, an American Institute of
Accountants's (AIA) special committee recommended authority on the
broad accounting principles, which "there is a fairly general
agreement." 82 The AA in conjunction with a small group of qualified
81. See IFRS FOUNDATION ADOPTION GUIDE, supra note 54, at 12.
82. D.R. CARMICHAEL, 0. RAY WHITTINGTON & LYNFORD GRAHAM, ACCOUNTANTS'
HANDBOOK VOLUME ONE: FINANCIAL ACCOUNTING AND GENERAL TIPS 2-5 (11th ed. 2007).
In 1957, the American Institute of Accountants was renamed the American Institute of
Certified Public Accountants (AICPA) and has remained this name since. See History of
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accountants, lawyers, and corporate officials formulated a framework of
"accepted principles of accounting," which would eventually take the
form of U.S. GAAP.83 The stock market crash also led to the creation
and adoption of the Securities Act of 1933 and the Securities Exchange
Act of 1934, which provided the framework for tougher financial
reporting requirements. 84
Moving forward to a specific example of U.S. GAAP abuse in 2001,
Enron, a U.S. corporation, was the world's sixth largest energy
company.85 At Enron, key corporate officers were able to effectively hide
Enron's debt through fraudulent accounting for several years. 86 As a
result, unknowing investors flocked to invest in Enron due to promising
future returns. Enron ultimately collapsed costing investors billions of
dollars. The Enron scandal coupled with the similar collapse of several
other large corporations diminished investor confidence in U.S. capital
markets.8 7
As a result of the scandals and the consequential negative impact,
the Sarbanes-Oxley Act of 2002 (Sarbanes-Oxley Act) was enacted. The
Sarbanes-Oxley Act helps investors by assuring the integrity of
corporate disclosures and financial reporting. This act completely
overhauled many areas of corporate disclosure and financial reporting.
In a survey completed by PricewaterhouseCoopers (PWC) just a year
after the enactment of the act, 84 percent of multi-national corporations
had made changes to their auditing control and compliance.8 8 The
Sarbanes-Oxley Act affects every company in the United States making
public disclosures, both domestic and foreign, and their officers and
the AICPA, AICPA, http://www.aicpa.org/About/MissionandHistory/Pages/History %20of
%20the%20AICPA.aspx (last visited Mar. 31, 2018).
83. CARMICHAEL, WHITTINGTON & GRAHAM, supra note 82, at 7.
84. Specifically, the Securities Exchange Act of 1934 gave the Securities and Exchange
Commission the "authority to prescribe 'the methods to be followed in the preparation of
[financial] reports."' Stephen A. Zeff, Evolution of US Generally Accepted Accounting
Principles (GAAP), RICE U. 2, http://www.iasplus.com/en/binary/resource/0407zeffus
gaap.pdf (last visited Mar. 31, 2018).
85. See The Rise and Fall of Enron: A Brief History, CBC NEWS (May 25, 2006, 4:48
PM), http://www.cbc.ca/news/business/the-rise-and-fall-of-enron-a-brief-history- 1.591559.
86. See Scott Green, A Look at the Causes, Impact and Future of the Sarbanes-Oxley
Act, 3 J. INT'L Bus. & L. 33, 33 (2004).
87. In 2002, WorldCom, a key player in the telecommunications industry, filed for
bankruptcy after improperly accounting for more than $3.8 billion in expenses. See
generally Simon Romero & Riva D. Atlas, WorldCom's Collapse: The Overview; WorldCom
Files for Bankruptcy; Largest U.S. Case, N.Y. TIMES (July 22, 2002), https://www.
nytimes.com/2002/07/22/us/worldcom-s-collapse-the-overview-worldcom-files-for-
bankruptcy-largest-us-case.html (discussing WorldCom's collapse and its subsequent
bankruptcy proceeding).
88. See id.
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directors as well as analysts, auditors, and lawyers.8 9 The increased
rigor required by the Sarbanes-Oxley Act makes companies more
accountable to investors. As a result, Americans in favor of U.S. GAAP
claim that abandoning this "golden standard" for IFRS would
undermine the prestige of financial reporting standards in the United
States. However, a closer look at the differences between U.S. GAAP
and IFRS will reveal an alternative view.
The most general difference between U.S. GAAP and IFRS is that
U.S. GAAP is rule-based while IFRS is principle-based.90 As a rule-
based set of standards, the Financial Accounting Standards Board
(FASB) in the United States, which functions similarly to the IASB,
creates a detailed set of rules which must be followed when companies
are preparing their financial statements. A principle-based set of
standards, on the other hand, sets general objectives and guidelines
that can be used in a variety of circumstances when preparing financial
statements. A principle-based system provides flexibility in preparing
financial statements since every step is not governed strictly by a rule.
This could cause the same transaction to be interpreted several different
ways. However, this risk is eliminated when a standard-setting board
interprets the rules governing the transaction.91
In 2002, FASB, along with IASB, announced that the two boards
would begin to take significant steps toward the formal convergence of
U.S. GAAP and IFRS.92 In 2008, the SEC published an initial roadmap
toward the mandatory use of IFRS by U.S. issuers.93 This roadmap
claimed that by 2014, the United States would completely adopt IFRS.94
Now, four years past the end of the roadmap adoption of IFRS, there
still remains several key differences between the two standards.
Substantive differences between the two standards, which are beyond
the scope of this Note, include, but are not limited to, how "development
costs" are labeled, how earnings-per-share are calculated, and how
89. See id.
90. There is an argument that U.S. GAAP has shifted to be more principle-based since
converging to IFRS. However, as a general statement about the two conceptual
frameworks, this distinction can be made. See generally Scott Taub, Busting Some Myths
About IFRS and GAAP, DELOITTE (Aug. 7, 2014), https://dart.deloitte.com/resource
/1/ae317522-3f27-11e6-95db-3f1cd1048e00 (discussing the commonly held misconceptions
about IFRS).
91. See Remi Forgeas, Is IFRS That Different From U.S. GAAP?, AICPA IFRS
RESOURCES (June 16, 2008), http://www.ifrs.com/overview/general/differences.html.
92. Convergence with the International Accounting Standards Board (IASB), FIN.
ACCT. STANDARDS BOARD, http://www.fasb.org/intl/convergenceiasb.shtml (last visited
Mar. 31, 2018).
93. Anne B. Fosbre, Paul B. Fosbre & Ellen M. Kraft, A Roadblock to the US Adoption
of IFRS is LIFO Inventory Valuation, 4 GLOBAL J. Bus. RES. 41, 41 (2010).
94. See id.
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extraordinary items are stated on the income statement. To narrow the
scope of this discussion, this Note will only focus on the differences
between how the two standards allow for inventory valuation.9 5
Both the U.S. GAAP and IFRS define inventory "as assets that are
(1) held for sale in the ordinary course of business, (2) used in the
process of production for sale, or (3) materials or supplies to be
consumed in the production of inventory or in the rendering of
services." 96 Under both U.S. GAAP and IFRS, the cost of inventory
generally includes the direct costs of getting the inventory ready for
sale.97 These direct costs can include the overhead costs of simply
housing the inventory as well as other costs that are incurred in the
purchase or production of that inventory.98 Both U.S. GAAP and IFRS
provide exceptions for certain categories of inventory.9 9 When a
company prepares financial statements, an important calculation is the
quantity of inventory and the value of this remaining inventory. The
value of the remaining inventory will show up on financial statements
as a cost and can have a substantial impact on the financial health of a
company.
U.S. GAAP allows first-in, first-out (FIFO); last-in, first-out (LIFO);
weighted average cost; and specific identification as acceptable
accounting methods for determining the cost of inventory. 100 FIFO is an
inventory accounting method that requires goods placed first in
inventory to be sold first. 101 Since the newest items remain as inventory,
the cost appears on financial statements as the most recent cost. 102 As a
result, there is no unusual increase or decrease in the cost of goods sold
since the flow of costs remains relatively constant. 103
In comparison, inventory valuation under LIFO is when the newest
items are sold first and oldest items remain in inventory for a given
time period. 104 When the oldest inventory is sold, unusual increases or
decreases in the cost of goods sold can occur. 105 Specifically, in periods of
95. See Forgeas, supra note 91.
96. Inventories: Key Differences Between U.S. GAAP and IFRSs, DELOITTE,
http://www.iasplus.com/en-us/standards/ifrs-usgaap/inventories#accounting-methods (last
visited Mar. 31, 2018).
97. See id.
98. See id.
99. Possible exceptions include those for inventory that are held for agricultural or
forestry products. See id.
100. See id.
101. See FIFO v. LIFO, DIFFEN, http://www.diffen.com/difference/FIFO-vsLIFO (last
visited Mar. 31, 2018).
102. See id.
103. See id.
104. See id.
105. See id.
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rising prices due to inflation, a financial report will show increased
inventory carrying costs due to the most recent inventory being used
first.106 Therefore, LIFO can skew interpreting financial statements to
present a company in a more favorable light than a company that uses
FIFO. A discussion of weighted-average cost and specific identification
as inventory valuation are both beyond the scope of this Note since they
do not address the main differences between U.S. GAAP and IFRS.
IFRS currently does not allow LIFO inventory valuation. IFRS only
allows FIFO and weighted average cost. 107 Originally, LIFO was an
available alternative under IFRS if a country chose to report using
LIFO rather than the preferred method. 108 However, when the IASB
revised the standards in 2003, LIFO as an inventory valuation method
was no longer allowed. 109 There were two main reasons for this change.
First, LIFO was being used to reduce the tax burden on companies.
When prices are rising due to inflation, a financial report will show
increased costs. Since LIFO assumes that the most recently acquired
inventory is used first, the higher value of inventory will be included in
the cost of sales. 110 As a result, there will be less taxable income because
on the financial statements, specifically the income statement, the
inventory will have caused more costs and less profit.
Second, in the 2003 revision of IFRS, there was a shift in focus from
the income statement to the balance sheet. 111 By shifting to the balance
sheet approach, companies were required to make reports according to
the current market conditions rather than out-of-date market
conditions. 112 By having the most relevant and timely information
available, stakeholders can make more informed decisions. Since LIFO
retains old inventory valuation, the figure that is reported on the
106. See Hasaan Fazal, Why LIFO Is Not Permissible Under IFRS?, PAKACCOUNTANTS
(June 2, 2011), http://pakaccountants.com/why-lifo-is-prohibited-under-international-acco
unting-standards/.
107. See Inventories: Key Differences Between U.S. GAAP and IFRSs, supra note 96.
108. See Fazal, supra note 106.
109. See id.
110. See id.
111. See id. According to the SEC, "[a]n income statement is a report that shows how
much revenue a company earned over a specific time period (usually for a year or some
portion of a year). An income statement also shows the costs and expenses associated with
earning that revenue." Furthermore, the SEC defines a balance sheet as a detailed
financial report that, "shows a snapshot of a companys assets, liabilities and
shareholders' equity at the end of the reporting period." Beginners' Guide to Financial
Statement, U.S. SEC. & ExCH. COMM'N (Feb. 5, 2007), https://www.sec.gov/investor
/pubs/begfinstmtguide.htm.
112. See Fazal, supra note 106.
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balance sheet will be out-of-date and provide an inaccurate snapshot to
stakeholders. 113
From an IASB perspective, LIFO is a loophole around taxes by
aggressively utilizing old inventory values. Additionally, LIFO serves as
an inaccurate snapshot of the assets and liabilities of a company in
which stakeholders might rely on to their detriment. However, the U.S.
Congress has continued to justify LIFO since 1938, claiming that as
long as a company is always using LIFO in corporate reports, LIFO is
acceptable for income tax purposes. 114 However, this justification was
largely to avoid penalizing the businesses that were purchasing
nonferrous metals-such as copper, zinc, or antimony-whose price
fluctuated widely. 115 Under FIFO, these businesses paid excessive
income taxes in some years while in loss years were not able to obtain
refunds due to the time lag between purchase and sale. 116 Once LIFO
was justified under tax policy, businesses immediately put pressure to
conform U.S. GAAP to allow for LIFO in financial reporting. 117 LIFO
became acceptable under U.S. GAAP based on income tax justifications.
However, the benefit to the few industries, which had the original
justification, is outweighed by the unaccounted taxable income.
The justification for LIFO that once served a valuable purpose in
the United States has been utilized by other businesses. Allowing LIFO
is a key example of how U.S. GAAP should not be considered a golden
standard and superior over IFRS. These less attractive differences,
IASB's flexibility with IFRS, and the pervasive adoption of IFRS are all
reasons that will lead to the inevitable U.S. adoption of IFRS. With this
knowledge, the United States should take steps now to prevent any
potential pitfalls in the adoption of IFRS.
V. RECOMMENDATIONS: GLOBAL ACCOUNTING STANDARDS ARE
INEVITABLE AND U.S. ADOPTION SHOULD BE IMMINENT
By recognizing the benefits of IFRS, the United States should take
steps immediately toward the adoption of IFRS to minimalize negative
externalities. The most successful example of the adoption of IFRS has
been in the European Union. After the European Union required the
use of IFRS in 2005, investors responded positively to IFRS. In a study
completed three years after the adoption of IFRS, the overall market
113. See id.
114. See Zeff, supra note 84, at 3.
115. See id.
116. See id.
117. See id.
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reaction in Europe and in the rest of the world was tested. 118 Testing
3,265 European firms and 1,200 of the world's largest firms located
outside of Europe, the study found that investors in European firms
reacted positively to the adoption of IFRS, which was evidenced by the
raw return to the portfolios of the 3,265 European firms. 119
By following the European Union as an example, coupled with the
recommendations by the IFRS Foundation, the United States will be
able to efficiently and effectively adopt IFRS. Additionally, there are
similarities in the structure of the European Union and the United
States. Member states of the European Union act similarly to the
individual states in the United States. While individual member states
of the European Union have their own laws, there is EU law which
binds all member states. 120 This effectively acts similarly to U.S.
federalism in which each individual state has their own laws, and there
is also federal law which all the states must abide.
The first step the United States should take is the policy decision to
fully adopt IFRS. In 2010, the SEC stated that, "[i]n addition to
reaffirming the Commission's strong commitment to a single set of
global standards, the [SEC recognizes] that IFRS is best-positioned to
be able to serve the role as that set of standards for the US market ...
."121 While the SEC affirmed that, along with FASB and IASB, the
organizations would continue to work on the convergence of the two
standards, large gaps in the two standards remain. 122 The SEC has
already recognized the benefits of international financial reporting
standards, but has not set a single date to fully adopt IFRS.123 As
strongly recommended by the IFRS Foundation, and by example in the
European Union, the United States should take the big-bang approach.
If the SEC announces plans to make the switch now, then by January 1,
2021 IFRS could be completely adopted and mandatory for all publicly
traded domestic issuers. 124
118. See generally Christopher S. Armstrong et al., Market Reaction to the Adoption of
IFRS in Europe, (Harv. Bus. Rev., Working Paper No. 09-032, 2008) (discussing a study
performed on European firms and firms outside of Europe before and after the adoption of
IFRS in Europe to gauge investor reaction).
119. See id. at 21-29.
120. See The Legal System of the European Union, EUROPEDIA, http://www.europedia.
moussis.eu/books/Book_2/2/3/3/index.tk (last visited Mar. 31, 2018).
121. Commission Statement in Support of Convergence and Global Accounting
Standards, SEC. & ExCH. COMMN 2, https://www.sec.gov/rules/other/2010/33-9109.pdf
(last visited Mar. 31, 2018) [hereinafter Commission Statement in Support of Convergence
and Global Accounting Standards].
122. See JURISDICTIONAL PROFILE: UNITED STATES OF AMERICA, supra note 11, at 2.
123. See id.
124. This timeline is based on the similar timeline in the European Union adoption of
IFRS. The EU made statements in 2002 that by 2005 all listed companies would be
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Additionally, within the policy decision step, the SEC needs to make
a commitment to adopt every part of IFRS. As evidenced by other
countries incompletely adopting IFRS, carve-outs can eliminate the
benefits of a set of international financial reporting standards. 125 Since
the United States has always had unique standards compared to the
rest of the world, there will be pressure from stakeholders to create
carve-outs. However, as previously mentioned, the IFRS Foundation has
found that carve-outs create a host of accounting issues, which
undermine the value of a set of international standards and cause
difficultly comparing financial statements across borders. 126 Since
stakeholders would prevent IFRS adoption without carve-outs, the SEC
would have to enforce the implementation of IFRS without carve-outs.
The second step that the United States should take is to form a plan
and follow that plan. In 2010, the SEC formally proposed an IFRS
roadmap. 127 The SEC claimed that within a year, SEC officials would be
in a position to make a statement on whether IFRS would be mandatory
for U.S. issuers by 2014.128 After receiving 200 public comment letters,
which largely echoed the "widespread support for the ultimate goal of
having a single set of high-quality globally accepted accounting
standards," the SEC still failed to commit to IFRS completely. 129 An
issue within the United States is that a roadmap cannot reach a
consensus by all stakeholders. This is where the IFRS Foundation
recommendation of creating a general IFRS committee would serve a
critical role. Stakeholders-such as accountants, lawyers, and issuers-
should be a part of this committee to create a roadmap that the United
States can follow while adopting IFRS.
Additionally, while forming a plan, the United States should plan on
first adopting IFRS 1 and incorporating IASB's IFRS by reference into
U.S. regulations and laws. Not only is IFRS 1 required by the IFRS
Foundation, but IFRS 1 "provides a mechanism to reboot the financial
reporting system and a set of disclosures that explain the results of the
change from local standards to IFRS." 130 IFRS 1 is meant to ease the
burden of switching to IFRS, and the United States will have the
opportunity to amend parts of IFRS 1 to meet U.S. needs. 131
required to report using IFRS. See Comparability in International Accounting
Standards A Brief History, supra note 13.
125. See IFRS FOUNDATION ADOPTION GUIDE, supra note 54, at 8.
126. See id.
127. See Commission Statement in Support of Convergence and Global Accounting
Standards, supra note 121, at 7.
128. See id.
129. See id. at 7-8.
130. See IFRS FOUNDATION ADOPTION GUIDE, supra note 54, at 13.
131. See id.
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Furthermore, by incorporating IASB's IFRS by reference into U.S.
regulations and laws, the United States will save significant time and
money. Since the United States will not have to domestically approve
and make every small change that the IASB makes, the United States
will be able to focus government money and resources on other tasks.
For example, since a large part of U.S. financial reporting history
emphasizes the desire to have accurate, timely information to investors,
the SEC will be able to take an even stronger role in the enforcement of
IFRS. This will be important during the switch from U.S. GAAP to IFRS
as many professionals, such as accountants and lawyers, must learn
and adapt to the new standards. As a result, the United States will still
be able to maintain prestigious financial markets while also reaping the
benefits of an international set of financial reporting standards.
As IFRS continues to evolve to become the ideal set of global
standards, the United States will continue to be in the center of the
decision-making process. Currently, there are three members of the
IFRS Interpretations Committee and three members of the IFRS
Foundation Trustees that are from the United States. 132 As a result, the
United States already has a considerable influence on IFRS, and by
fully adopting IFRS, the number of U.S. members within the IFRS
Foundation is likely to grow.
CONCLUSION
As technology increases global interactions and trade, the ease of
communication has created a shift in financial markets. Rather than
having domestic financial markets that include one or a group of
countries, financial markets and reporting standards are global. Having
global markets brings new challenges that were previously not a
concern to most stakeholders. One example of these new challenges has
become the increased need to set standards in nearly every aspect of
business. One of these standards has been the International
Organization for Standardization (ISO) initiative to standardize many
parts of day-to-day life that consequently include technology or
manufacturing. ISO is an example of how a set of international
standards can enhance life for stakeholders such as the individual
consumers, the businesses, the specific country, or the world as a whole.
There is also an opportunity to enhance financial reporting through
international standards. IFRS has already been adopted by 143
countries, and IFRS continues to expand as those standards evolve
132. See About the IFRS Interpretations Committee, supra note 38; see also TRUSTEE
DISTRIBUTION, supra note 48.
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toward a universal set of global standards. Both developing countries
and developed countries can and have benefitted by adopting IFRS. The
IASB, recognizing the difficultly in making the transition from a
domestic GAAP to IFRS, has provided both suggestions and resources
that ease the burden of the transition. Additionally, the IASB has built
in several opportunities that make the adoption of IFRS flexible. Both
this burden reduction and the flexibility have caused more and more
countries to adopt IFRS.
In 2015, the market capitalization of listed companies across the
world totaled 61.8 trillion USD.133 Of that figure, the United States
represented 25 trillion USD. 134 The United States unquestionably has a
large influence on financial markets across the world. However, due to
the pervasive adoption of IFRS, the United States will eventually be
"required" to adopt IFRS. Once so many countries have adopted IFRS,
continuing to use U.S. GAAP will become a detriment to U.S. issuers,
U.S. investors, and U.S. standard-setters. Since the United States will
adopt IFRS in the foreseeable future, the United States should take
steps now to minimalize negative externalities that might occur if the
United States waits too long.
These steps should include: making the appropriate policy decision,
creating a plan, and utilizing the resources that are available. While the
SEC has already announced a commitment to a set of global standards,
U.S. history and corresponding regulations have caused hesitation to
abandon the well-established U.S. GAAP. The convergence approach
has proved to be both costly and time consuming; therefore, the United
States should commit to the big-bang approach. If the United States
adopts all of IFRS and incorporates IASB's IFRS by reference into U.S.
regulations and laws, the United States will avoid the major pitfalls
when adopting IFRS. By January 1, 2021, the United States could not
only have completely adopted IFRS, but solidified the IASB as the
international standard-setter for financial reporting. According to Paul
Volcker, a former U.S. Chairman of the IFRS Foundation Trustees,
international financial reporting standards are at the very heart of a
globalized financial world and "[u]ltimately [harmonization] will get
done." 135
133. See Market Capitalization of Listed Domestic Companies (Current US$), WORLD
BANK, http://data.worldbank.org/indicator/CM.MKT.LCAP.CD?end=2015&start=2015
(last visited Mar. 31, 2018).
134. See id.
135. PACTER, supra note 1, at 1.
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